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BuSINESS AND FINANCE 


By July, 1931, it was evident that the domestic eco- 
nomic situation had taken a new turn. The continued 
decline in prices, the increased number of business fail- 
ures, the difficulty of liquidating slow assets, the increased 
number of bank failures and the loss of confidence which 
resulted in the hoarding of currency formed a vicious 
circle of ever widening proportions. The forced contrac- 
tion of bank credit had disastrous effects upon industry 
and trade. This aggravated still further the difficulties 
of the depression and augmented liquidation and deflation. 
By September the banks were subjected to additional 
strain. Great Britain went off the gold standard and 
heavy foreign withdrawals of short term balances re- 
duced bank reserves and brought about a further con- 
traction of credit. 


The Credit Situation 


On October 7, President Hoover appealed to leading 
bankers to form a pool of $500,000,000 for the rediscount 
of assets of banks which were in difficulties. He declared 
that “our difficulty is a diffusion of resources and the 
primary need is to mobilize them.” For this purpose 
“unity of action on the part of our bankers and coopera- 
tive action on the part of the government is essential.” * 
On the following day, however, he reiterated his often 
declared position “that the sole function of government 
is to bring about a condition of affairs favorable to the 
beneficial development of private enterprise.” * 

As it turned out, the National Credit Corporation or- 
ganized by the bankers proved inadequate, and the Recon- 
struction Finance Corporation was established by the 
government, February 2, 1932, and by June 30 had 
authorized loans aggregating $1,054,814,486. At that 
date it had aided 4,196 concerns, 3,600 of which were 
banks, and 70.3 per cent of these were located in towns 
of less than 5,000 population. Railroads, insurance com- 
panies, mortgage loan companies, building and loan asso- 
ciations, joint stock land banks, live-stock credit corpora- 
tions, agricultural credit corporations, and credit unions 
have been recipients of government assistance. Up to 
June 30, 1932, repayments totaled $76,488,199. The fact 
that the aid of the corporation was available not only de- 
creased the number of bank failures but played a large 
part in diminishing hoarding. 


1 New York Times, October 7, 1931. 
2 Address at the Pan American Commercial Conference, October 8, 1931. 


The Glass-Steagall law enables the banks to use govern- 
ment securities bought in the open market as collateral 
for Federal Reserve note issues. The law also broadens 
the power of the Federal Reserve Banks to buy govern- 
ment securities in the open market and thus to increase 
the cash balances of the member banks. This puts the 
member banks in a better position to extend credit to 
business. A campaign was started to eliminate hoarding. 

These measures to ease the situation for the banks by 
enabling the member banks to reduce their indebtedness 
to the Federal Reserve Banks and to create a surplus of 
loanable funds for business failed to accomplish all that 
was hoped. Business concerns complained to President 
Hoover that many banks were hoarding, calling loans, 
and refusing to extend credit in order to keep their assets 
liquid. Some of the bankers, however, have contended 
that much of the criticism was unfair and failed to take 
account of the difficulties faced by the banks. For ex- 
ample, the National City Bank in its Bulletin, June, 1932, 
maintains that the banks “welcome opportunity to employ 
their funds safely” but that many would-be borrowers are 
not entitled to good rating. The effect of fear, denial of 
credit, and paralysis of individual initiative, the Bulletin 
declares, “is to produce a disintegration of organized 
society. ... 

“In large part the situation is the outcome of delay in 
this country and in others also in dealing with problems 
which have passed beyond the control of business men 
and become governmental problems, and action upon 
which has become more vital as attention has centered 
more on them, making them keys to confidence.” 

A similar opinion was expressed on June 16, 1931, by 
Sir Arthur Salter, one of the world’s foremost economists, 
who declared: “My experience, gentlemen, is that if one 
waits to deal with a problem until it has ceased to be pre- 
mature, one has invariably waited until it is too late.” * 

The continuance of bank failures, hoarding, falling 
prices, decline in production and increasing uemployment 
necessitated cooperative effort on the part of bankers and 
industrialists to devise methods by which the large funds 
released by the Federal Reserve Banks could be used to 
develop business. On May 19, 1932, a committee of 
leading bankers and industrialists, headed by Owen D. 
Young, was organized in New York for this purpose and 
for cooperation with the Reconstruction Finance Cor- 


3 Address before the New York Bond Club, reprinted in the New York 
Times, June 17, 1931. 
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poration and other agencies aiming at coordinated action. 
President Hoover endorsed this committee and suggested 
the formation of similar committees in the other federal 
reserve districts with the idea that they should coordinate 
their efforts. This was regarded as essential to the suc- 
cess of the government’s recovery campaign. 


Imports and Exports 


To the domestic difficulties which delay business recov- 
ery the foreign trade situation has added others. Foreign 
trade has steadily declined since 1929. In August, 1931, 
imports exceeded exports for the first time since the 
United States became a creditor nation. The excess of 
imports was $2,000,000. By September the situation was 
reversed and the year 1931 ended with an excess of ex- 
ports over imports of $334,081,000, which, however, was 
the smallest since 1914. The value of exports declined 
37 per cent below 1930, largely due to falling prices. 
In quantity the decline was 20 per cent. From 1929 to 
1931 the value of exports and imports combined declined 
53.2 per cent. Obviously this had considerable effect on 
cutting off opportunities for employment. The available 
data indicate that the decline in foreign trade continued 
during the first half of 1932. Russian trade diverted 
from the United States appears to be going to Germany 
and Great Britain. In June, 1932, imports exceeded ex- 
ports by $6,000,000, due to a rush of importers to anti- 
cipate the revenue duties that became effective June 21. 
But exports in June dropped to $115,000,000, the smallest 
amount since August, 1914. 


Trade Restrictions 


During 1930 and 1931, the nations have carried on an 
extensive competition in establishing tariff and other 
trade restrictions. The desire to protect home industries, 
the decline in government revenues, loss of gold reserves, 
and rapidly depreciating currencies caused many nations 
to resort to war-time measures such as quotas and licenses 
on imports and exports and regulation of the exchanges 
to prevent the flight of capital. The increase in Ameri- 
can tariffs brought about definite retaliatory measures by 
other nations. 


An increasing number of business concerns have been 
establishing branches in foreign countries in order to 
avoid trade restrictions. At the close of 1929 the United 
States Department of Commerce estimated that $1,355,- 
000,000 had been invested in this way. During 1931, the 
investments in foreign securities, including government 
and private issues, amounted to $507,354,150, or 67 per 
cent less than in 1930. The total American investments 
in all foreign countries at the close of 1931 was $17,968,- 
206,000. Americans in 1931 owned 1,071 branch plants 
in Canada, with a capital investment of $1,189,590,000. 
Their industrial investments in Germany amounted to 
$1,225,000,000. American Federation of Labor represen- 
tatives and others insist that such investments amount 
essentially to an export of opportunities for work. 

Trade restrictions have so dislocated the traffic between 
nations in certain products that among 14 European na- 
tions and some of their neighbors, barter has replaced 
ordinary trade relations. 

On March 10, 1932, the International Chamber of Com- 
merce declared that in spite of the warnings issued by the 
World Economic Conference in 1927 nearly every coun- 


Germany, Hungary, Austria, Roumania, Bulgaria, Greece, Esthonia, 
slavia, Latvia, Danek Norway, Russia, Switzerland, France. -_ 
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try has imposed additional restrictions on trade. Upon 
his return from Europe on September 30, 1931, Albert 
H. Wiggin, of the Chase National Bank, declared that 
the revival of credit and trade depended upon reductions 
in tariffs, reparations and debts and that normal business 
conditions in the United States would not prevail until 
Europe, South America and Asia should have purchasing 
power to enable them to buy our commodities. 

Professor James H. Rogers of Yale University points 
out that the American laborer “while 7,000,000 of his 
number walk the streets and “hitch-hike” the highways 
in search of non-existent jobs . . . is gradually learning 
that our high protective tariff, which from time immemo- 
rial has been pledged to keep his dinner pail full, not only 
is responsible for prolonging and aggravating the present 
unparalleled depression, but is likewise at least indirectly 
causing the migration of a highly important portion of 
American industry itself.” ° 

Perhaps the most significant development affecting the 
problem of trade restrictions occurred at the Lausanne 
Conference on June 20, 1932. Holland, Belgium and 
Luxemburg announced an agreement to cease creating 
restrictions on imports and exports and to carry on a 
progressive reduction of duties. They have invited other 
nations to join them and it is reported that Denmark, 
Sweden and Germany are receptive to the idea. If widely 
extended among the European nations, it is expected that 
the policy will greatly aid business recovery. 

The findings of the International Church Conference 
on the Economic Crisis, held at Basle, Switzerland, in 
April, under the auspices of the Universal Christian 
Council (Stockholm), with delegates from the churches 
of Europe and America, called for reduction of debts 
and reparations, removal of prohibitive tariff walls and 
international economic cooperation by the nations. It is 
probably not too much to say that protective tariffs are 
coming to be recognized as a form of international war- 
fare and as such contrary to the principles of Christianity. 


Reparations and War Debts 


The Lausanne agreement on July 8, 1932, fixed a def- 
inite figure for reparations and deferred payments for 
three years or longer. It is regarded as an important 
step in European recovery. By delegating the Bank for 
International Settlements as the agent for the flotation 
of German bonds and by making provision for submitting 
to arbitration any disputes on the application of the 
agreement the parties proved the sincerity with which 
they approached the settlement. A committee was created 
to promote the restoration of trade among the Central 
and Eastern European nations. 

The conference has also undertaken to decide what 
economic and financial measures are necessary for recov- 
ery. For this purpose it will call a world conference to 
deal with monetary and credit policy, exchange difficulties, 
the level of prices, and the movement of capital. Along 
with representatives of the League of Nations and the 
Bank for International Settlements the United States is 
invited to participate. The conference is to be under- 
taken “with the firm intention of helping to create a new 
order permitting the establishment and development of 
confidence between the nations in a mutual spirit of re- 
conciliation, collaboration and justice.”*® Since repara- 
tions and international debts are so closely related, the 
future attitude of the United States toward her debtors 


a eaten Weighs Her Gold, quoted in the New York Times, October 5, 
6 Reprint of agreement, New York Times, July 9, 1932. 
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will doubtless have an important bearing upon the adjust- 
ments between the European nations. This is evidenced 
by the fact that a “gentlemen’s agreement” was made by 
the principal powers, except Germany, that the Lausanne 
Agreement will not be ratified until the creditor govern- 
ments arrive at a satisfactory settlement among them- 
selves and with “their own creditors.” The stir which 
this agreement created in the United States occasioned 
a letter from President Hoover to Senator Borah declar- 
ing that if the gentlemen’s agreement represented a “com- 
bined action of our debtors” he did not “propose that the 
American people shall be pressed into any line of action 
or that our policies shall be in any way influenced by such 
a combination, either open or implied.” Furthermore, the 
Anglo-French Accord, by which England and France 
agree to act together on the disarmament question and 
in preparation for the world economic conference and to 
avoid any action of a discriminatory nature by one coun- 
try against the interests of the other, pending negotiation 
of a new commercial treaty, has also aroused suspicion. 
These agreements and the attitude of the United States 
have largely undermined confidence that the Lausanne 
Agreement has really opened the way for a more con- 
structive era in European affairs. Some people, however, 
believe that the Lausanne Agreement has closed the “rep- 
arations” chapter and has opened a new one of coopera- 
tive reconstruction. 


The Prospect of Recovery 


In the United States the prospect for refunding gov- 
ernment debts, which is under way in Europe, is not 
favorable and correction of price relationships and liquid- 
ation of old indebtedness are going on slowly. It is still 
a question whether the credit furnished by the Recon- 
struction Finance Corporation and the extended borrow- 
ing power given the members of the Federal Reserve 
System will be sufficient to start business on the upgrade. 
The committees of bankers and industrialists in the vari- 
ous Federal Reserve districts are expected to bring avail- 
able credit resources and worthy business enterprises to- 
gether. The Federal Reserve rediscount rate has been 
lowered to 2% per cent, a figure so low that it may be 
expected to stimulate the flow of credit. The drain upon 
our gold reserves by European withdrawals has practic- 
ally ceased. Congress passed a bill on July 16 which will 
permit a temporary expansion of the currency amounting 
to nearly $1,000,000,000. A movement is on foot to 
promote the use of trade acceptances (based on commer- 
cial transactions) as a substitute for open book accounts 
between buyers and sellers. This would bring about an 
expansion of commercial bank credit and enable sellers 
to obtain cash for the ordinary conduct of their business. 
Whether these measures will be sufficient to effect recov- 
ery is an open question. Some economists believe that 
the national, state and local governments should use their 
credit to execute an extensive program of useful public 
works. They hold that the purchase of materials and the 
employment of labor on such projects would cause an 
upturn in prices and improve prospects of profitable 
business for private concerns. The relief bill passed by 
Congress on July 16 provides not on!y $322,000,000 for 
public works, but $1,500,000,000 which the Reconstruc- 
tion Finance Corporation may loan to states, municipali- 
ties and public agencies for self-liquidating projects, to 
limited dividend corporations for housing, and to agricul- 
tural corporations for financing exports of agricultural 
commodities. It also provides $300,000,000 for immediate 
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advances to the states for direct relief of unemployment. 
It is expected that these provisions will do much to pro- 
vide employment and to aid those who are without work. 


UNEMPLOYMENT 


In the Spring of 1931 it became evident that the 
hoped-for recovery in business was going to be longer 
delayed. The index of the United States Bureau of 
Labor Statistics on employment in 89 industries de- 
creased from 75.2 in May to 66.7 in December and to 
57.5 in June, 1932. Payrolls showed a greater decrease: 
from 67.7 in May to 52.2 in December, and to 39.3 in 
June, 1932, the latest figures available? The 3,187,647 
unemployed counted by the census in April, 1930, had 
increased, as estimated by the National Conference 
Board, to 7,213,497 by July, 1931.8 Various estimates 
placed the number between eight million and nine and 
one-half million by January, 1932. In June the estimates 
for May ranged between 9,000,000 and 11,000,000. Evi- 
dences of the steady decline in business activity during the 
spring and early summer of 1932 largely support these 
high estimates of unemployment. 

In August, 1931, President Hoover appointed a com- 
mittee on unemployment “to cooperate with the public 
authorities and to mobilize the national, state and local 
agencies of every kind which will have charge of the 
activities arising out of unemployment in various parts 
of the nation this winter.”® 

Early in September, 1931, representatives of the 
American Federation of Labor and individuals con- 
cerned about the problem of providing for another win- 
ter of unemployment demanded adequate provision for 
relief. They were convinced that the “national spirit of 
voluntary Americanism” functioning through local relief 
would not be sufficient. Demands were made for a spe- 
cial session of Congress to provide federal relief. The 
American Federation of Labor advocated the five-day 
week and the calling of a national conference of employ- 
ers and employes to devise ways to put the unemployed 
to work. Senator Wagner urged further consideration 
of a program for public works and unemployment in- 
surance, and there was much support for the proposal 
to use public credit for public works for the purpose of 
distributing purchasing power and stimulating business. 

The administration, however, believed that the pros- 
pect of distress was exaggerated and expressed confi- 
dence that the problem would be solved, as it had been 
the winter before, through local relief. However, as 
unemployment increased and widespread suffering re- 
sulted, the American Federation of Labor, on February 
9, 1932, appealed to the federal government for aid on 
the ground that millions of unemployed had exhausted 
their savings, or found them tied up in bank failures, 
and that “working people . . . no longer concede to in- 
dustry the right to provide work at will or to force mil- 
lions of people into unemployment.” The Federation 
also demanded the cessation of wage-cutting, the crea- 
tion of work opportunities by business executives, and 
the retention of children in school for longer periods of 
training. By May the legislative representative of the 
Federation in a statement before a senate committee 
holding hearings on a relief bill declared that “if some- 
thing is rfot done and starvation is going to continue and 
perhaps increase, the doors of revolt in this country are 
going to*be thrown open and the leaders of this govern- 


7 Reprint of Index in New York Times, July 23, 1932, 
8 Service Letter, September 30, 1931. 
9 New York Times, August 20, 1931. 
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ment ought to know it and they ought to do something 
besides crying to the world that the most important 
thing to be done in this country is to balance the budget.” 
If food could not be had through work the American 
people would “get it anyhow. ... I have traveled,” he said, 
“in 17 States in recent weeks, and I have addressed tens 
and tens of thousands of hungry men and women who 
want to know why this condition is allowed to go on.... 
We too, have lost our patience, and we might as well let 
the other fellow handle it and we might as we'l let the 
other fellow be responsible for what is going to happen, 
because something will happen.’’?° 


On May 11, 1932, the American Society of Civil Engi- 
neers advocated, as the most effective means of relieving 
the depression, a program involving $3,000,000,000 for 
public works. They regarded it as ‘‘good business as 
well as good tactics to use this opportunity to add sub- 
stantially to the public wealth.”™ 


On May 13, 1932, the railway brotherhoods presented 
an appeal to President Hoover in which they declared 
that “unless something is done to provide employment 
and relieve distress among the families of the unem- 
ployed, we cannot be responsible for the orderly opera- 
tion of the railroads of this country.” They pointed out 
that “there is a growing demand that the entire business 
and social structure be changed because of the general 
dissatisfaction with the present system.’”?? They urged 
that the “deadly contraction [of business] should be 
stopped,” that tariffs should be reduced, that steps 
should be taken to improve foreign trade, and that for- 
eign debts should be readjusted. 


On July 12, 1932, representatives of the American 
Federation of Labor, apprehensive of the consequences 
of a mounting tide of social unrest next winter, urged 
Congress to pass an adequate relief measure, again ap- 
pealed to President Hoover to call a national conference 
of employers and employes, and urged industrialists to 
act “not only on economic but on patriotic and moral 
grounds” to hasten recovery and provide employment. 
On July 22, 1932, the executive council of the A. F. of 
L. announced that, as the result of emphatic demands of 
trade unions for relief, it had abandoned its traditional 
opposition to unemployment insurance. The president 
of the Federation was directed to formulate a plan for 
nation-wide unemployment insurance which would be 
compulsory and which would enable trade unionists to 
maintain their membership in unions and receive unem- 
ployment benefits even though they accepted work in 
non-union shops. Whether contributions under the plan 
will be asked from the federal government as well as 
from employers and employes has not been decided by 
the council. 

The march of “Cox’s Army” (composed of jobless 
men and led by Rev. James R. Cox) to Washington to 
plead for work, the congregation of ex-veterans in 
Washington to plead for their bonus, the auctioning off 
of the services of the unemployed in Los Angeles, the 
assembling of thousands of homeless persons as squat- 
ters upon public property in large cities, the increase in 
the number of homeless women (described by the New 
York Welfare Council’s Coordinating Committee on 
Unemployment as “often cultured, well trained and 
eager to work”) applying for shelter at municipal lodg- 

10 Hearings of the Subcommittee on Manufactures, 72nd Congress, Ist 
session on S. 4592, pp. 36-37. 


11 Resolutions quoted in the New York . May 12, 1932. 
12 Reprint, New York Times, May 14, 193. 


[4] 


ing houses, were obviously surface indications of dis- 
tressing underlying conditions. Such conditions the 
Committee on Social and Industrial Relations of the 
Board of National Missions of the Presbyterian Church 
declared on May 20, 1932, to be “an indictment of our 
whole economic system.” It can hardly be expected, the 
committee insisted, that “the evils of an extremely selfish, 
unbridled and leaderless individualism” will be toler- 
ated. Unless better planning and distribution of income 
can be incorporated in the system the “maladministration 
of wealth will end democracy. If the present economic 
system is to endure, society must develop adequate 
measures to assure steady and full employment for capi- 
tal, management and labor; it must find some way to 
guarantee the fruits of industry alike to the employer 
and the employe.”** On May 25, the quadrennial Gen- 
eral Conference of the Methodist Episcopal Church de- 
clared that the present industrial order “based on the 
profit motive” is “un-Christian, unethical and anti-social” 
and appealed to “the conscience of mankind to create a 
social way of life in which all men have opportunity to 
develop their capacities to the fullest possible extent.” 
It urged upon the President and Congress “the impera- 
tive need of immediate federal relief” and asked Con- 
gress to appoint a commission of experts to study con- 
ditions and report on remedies.* 


While business was drifting to lower levels and gov- 
ernment was called upon for action that would introduce 
stabilizing factors, the chairman of the board of the 
United States Chamber of Commerce was inveighing 
against politics and governmenta! interference with in- 
dustry as the chief causes of the depression, and certain 
business men in Chicago were organizing an association 
to bring about the dissolution of the Farm Board and 
79 other governmental agencies, which they declared are 
using tax payers’ money to compete with tax payers’ 
business. Such governmental activities they regarded as 
“an encroachment of socialism and communism.” The 
National Association of Manufacturers demanded a 
“legislative moratorium” to “give the country a rest from 
political disturbances” and permit industry to re-establish 
itself along natural lines. On June 21, 1932, Gordon 
Selfridge, Anglo-American merchant and citizen of the 
United States, in an address to the American Chamber 
of Commerce in London declared that in his opinion 
“democracy is a failure and cannot possibly succeed as 
a system of government.” The country, he contended, 

“should be managed as a great business controlled by an 
inspiring, unselfish spirit. . . . We don’t know enough 
to govern ourselves. We need a leader to do the think- 
ing while we attend to our own offairs.”?® 


However, on July 17, 1932, Henry I. Harriman, presi- 
dent of the United States Chamber of Commerce, issued 
a statement which expressed unusual appreciation of the 
work of Congress to preserve financial stability and en- 
courage economic recovery. “In the face of Tecurring 
emergencies and constantly shifting public opinion,” he 
declared, “Congress has performed its task faithfully 
and well.” In his opinion the record of Congress is all 

“the more remarkable” in view of the fact that the ma- 
jority of the House were Democrats and the majority 
of the Senate were Republicans. “Notwithstanding this 
fact, partisanship has repeatedly been adjourned.’"® 


13 New York Times, May 21, 1932. 
14 Resolutions quoted in the New York Times, May 26, 1932, 
15 lt omen | in the New York Times, June 22, 1932. 

uoted by New York Times, July 18, 1932. 
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RELIEF AND REMEDIES 


As the winter of 1931-1932 progressed, experience 
showed that the relief problem was too much for local 
communities. Appeals were made for state and federal 
aid. It was reported to the United States Children’s 
Bureau that 964 relief agencies, public and private, in 
125 cities of 50,000 or more population, expended in 
April, 1931, $14,051,002. In March, 1932, they were 
spending $28,204,908 and in April, $23,649,269, the latest 
figure available. Of the 44 state legislatures which met 
in the winter of 1931-1932, 16 met in special session for 
the consideration of unemployment relief. Illinois and 
New York each appropriated $20,000,000 and both have 
submitted bond issues for unemployment relief to be 
voted on in November. The governor of Pennsylvania 
has applied to the Reconstruction Finance Corporation 
for a loan of $45,000,000, the maximum allowed under 
the provisions of the federal relief act passed on July 16. 
Other applications up to July 19 bring the total to over 
$200,000,000. Pennsylvania and New Jersey each ap- 
propriated $10,000,000 during the winter. Massachu- 
setts appropriated $3.000,000, Rhode Island $1,500,000 
and Oklahoma $300,000. Ohio, Wisconsin, Arkansas, 
Louisiana, Minnesota, Missouri, South Carolina and 
West Virginia authorized direct relief by towns, villages 
and cities, while California, Connecticut, Maryland, Min- 
nesota, New York, New Jersey, Tennessee and Wiscon- 
sin appointed investigating commissions on unemploy- 
ment.*? 

During the winter 1931-1932 Pennsylvania carried on 
an interesting experiment with “labor camps” established 
for workers on the highways. Military supplies were 
supplemented by other materials to make the camps com- 
fortable and sanitary. By February 18, 1932, the appli- 
cants totaled 14,728. The majority were laborers but 
every profession was represented. A government report 
of the project says: “Some of the men were so under- 
nourished that it was frequently found necessary for 
them to remain in the camp three or four days on light 
employment before they were physically fit to do road- 
building work. Many of the men did not have shoes 
of proper weight to work out of doors; others lacked 
heavy clothing. The governor met this problem by pur- 
chasing an immense stock of clothing from the United 
States Government, which was distributed among the 
campers who were most in need of it... . 

“The director of the camps reports that practically 
every man who remained the full 30-day period weighed 
5 to 15 pounds more than when he was admitted to the 
camp. Pale complexions indicative of under-nourish- 
ment were replaced by the ruddy wind tan which charac- 
terizes out-door workers. The improvement in their 
physical condition gave the men more energy to go home 
and make greater efforts to secure other work.’?’ 

The provisions of the federal relief act for loans to 
states for direct relief; for federal public works; for 
loans to states, municipalities, and public agencies for 
self-liquidating projects; and to limited dividend hous- 
ing corporations and agricultural corporations for financ- 
ing exports doubtless will be an important contribution 
to recovery. The provision for loans to states for direct 
relief received the support on June 6, 1932, of the Em- 
ployment Relations Committee of the National Associa- 
tion of Manufacturers, an indication that business inter- 
ests had departed from the laissez faire theory which 


17 Monthly Labor Review, 
18 Monthly Labor Review, 


une, 1932, pp. 1287-1289. 
une, 1932, p. 1291. 


[5] 


Saturday, July 30, 1932. 


they had held a year before. W. W. Nicholls, of the 
Allis-Chalmers Manufacturing Company, declared in an 
address to the Steel Founders Society of America on 
October 22, 1931, that “the present depression, with its 
widespread misery, has disclosed defects so vast as to 
impugn the claims of our capitalist theories, and it be- 
hooves us now more than ever before to change. Even 
communism may have some features, hidden from our 
prejudiced grasp, worthy of emulation.” 

The biennial convention of the United Mine Workers 
of America, February 1, 1932, adopted resolutions favor- 
ing unemployment insurance, federal regulation of the 
coal industry and ultimate acquisition by the government 
of basic industries, and incorporated in their constitu- 
tion, as aims of the union, the six-hour day, the five-da 
week and unemployment insurance. On June 23, 1932, 
the Railway Labor Executives Agsociation decided to 
seek legislation providing for a federal agency similar 
to the Reconstruction Finance Corporation which would 
make emergency loans to workers. They declared that 
such an agency would do more to create mass purchas- 
ing power and stimulate business than the Reconstruc- 
tion Finance Corporation, which has up to the present 
devoted itself chiefly to taking over frozen assets of 
banks, other financial institutions and railroads. 

Before the annual convention of the American Fed- 
eration of Labor, October 5, 1931, William Green de- 
clared that the right of life, liberty and the pursuit of 
happiness “means little to the masses unless they possess 
the right to work.” He insisted that the “wage-earners 
have shown their capacity to keep their heads in a diffi- 
cult situation and [have shown] patience in waiting upon 
adjustments, but they cannot and should not permit 
starvation to overtake them.” He did not expect the 
representatives of government and business “to do the 
impossible” but labor has a right to expect them “so to 
readjust the working time that all may have some work.” 
He also declared: “Fifty years ago we would not have 
expected the federal government to take a responsible 
part in checking depression. Now it is imperative.” If 
the government can commandeer wealth and human life 
for the conduct of war, he believed that it should “as- 
sume responsibility for advancing general welfare, be- 
cause it has the duty of developing the higher type of 
citizen.””° On July 20, 1932, the Executive Council of 
the A. F. of L. declared that “the impotency of indus- 
trial management to apply constructive, practical mea- 
sures for the relief of unemployment” and the fact that 
“no single act or objective performed or urged by indus- 
try during the entire depression” stands to its credit make 
it “necessary to call upon the Chief Executive of the na- 
tion, speaking for all the people . . . to demand .. . that 
industrial management institute immediately the shorter 
work-day and the shorter work-week, not in isolated in- 
dustries but in a national way and upon a national basis.” 
The president of the Federation was authorized to re- 
quest and urge Mr. Hoover to call a national industrial 
conference for this purpose. 


The proposal, first put forth by the Federation, for 
shorter working periods and the spreading of work, 
commonly practiced among organized workers, is now 
echoed in many quarters. It is supported by the Com- 
mittee on Unemployment Plans of the President’s 
Organization on Unemployment Relief. The report of 
the Governor’s Commission on Unemployment of New 


19 Quoted in the New York Times, October 23, 1931. 
20 American Federationist, June, 1932, pp. 618-620. 
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York State (November 8, 1931) also points to the bene- 
fits derived from the five-day week and the six-hour day 
by business concerns which have experimented along 
these lines. In connection with the economy program of 
the federal government the Council of Personnel Ad- 
ministration advocated the five-day week for federal em- 
ployes as a means of “stabilizing and spreading employ- 
ment.” The United States Bureau of Labor Statistics 
found in September, 1931, that 2.4 per cent of 37,587 
establishments and 5.6 per cent of the 3,941,792 workers 
employed were on a permanent five-day week." The 
Mayor of Boston announced on September 7, 1931, that 
7; of the city’s 20,000 employes whose duties could 
be adjusted would be put on a five-day week. On July 
20, 1932, Detroit passed an ordinance putting the five- 
day week into effect along with a reduction in salaries 
of 14.5 per cent. On July 20, 1932, a meeting held in 
Boston under the auspices of the New Hampshire Un- 
employment Relief Committee and the Massachusetts 
Commission on the Stabilization of Employment inaugu- 
rated a movement to put 3,000,000 of the unemployed to 
work as soon as possible by allowing them to share avail- 
able work. The plan was developed by Harold M. 
Davis, an industrial engineer of Nashua, New Hamp- 
shire, and the sponsors of it expect to carry on a nation- 
wide campaign to make it effective. The conference 
voted to ask President Hoover to call a national confer- 
ence to put the plan into effect. Among those attending 
the conference were the governors of Massachusetts, 
New Hampshire, Vermont, Rhode Island and Connecti- 
cut; Miss Frances Perkins, Industrial Commissioner of 
New York; Henry I. Harriman, president of the United 
States Chamber of Commerce; Wallace B. Donham, 
dean of the Graduate School of Business Administration 
at Harvard; James T. Moriarty, president of the Massa- 
chusetts Federation of Labor, and other labor leaders. 

The “back to the land” movement as a means of un- 
employment relief is regarded by the National Land-Use 
Planning Committee with misgiving unless all the con- 
tingencies are taken into account. In a report June 23, 
1932, it calls attention to the fact that the possibilities 
for commercial production are anything but promising 
and that if the unemployed look to the land for relief it 
“must take the form mainly of subsistence cultivation.” 

The need for relief and rehabilitation in the coal fields 
has been greater than at any other time since 1897. In 
addition to the wide efforts at relief by local communities 
and counties and the activities of the Red Cross in dis- 
tributing government flour and other relief, the Ameri- 
can Friends Service Committee has done an outstanding 
piece of work, feeding 40,000 children in 561 communi- 
ties, in 35 counties and six states (Pennsylvania, Mary- 
land, West Virginia, Tennessee, Kentucky and Illinois). 
Sixty tons of clothing have also been distributed. Re- 
habilitation projects have been inaugurated in gardening 
and canning, cobbling, dressmaking, weaving and furni- 
ture making. The Federal Council of Churches has sent 
out widely appeals for funds and clothing to support the 
Quakers’ program. 

The diversity of opinion among industrialists regard- 
ing the efficacy of unemployment insurance as a means 
of relief is illustrated by the attitudes of James L. Don- 
nelly, vice-president of the Illinois Manufacturers As- 
sociation, and of Alfred P. Sloan, Jr., president of the 
General Motors Corporation. On November 12, 1931, 
Mr. Donnelly declared before the Senate committee 


21 Monthly Labor Review, September, 1931, p. 2. 
22 New York Times, November 13, 1931. 
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studying unemployment insurance that it would “under- 
mine the fabric of our economic and social life by de- 
stroying initiative, discouraging thrift and stifling indi- 
vidual responsibility.”*2 Mr. Sloan on July 19 in an 
address before the Convention of the National Editorial 
Association declared that when “we see on all sides all 
over the world millions of people who are deprived, not 
alone of the comforts, but of many of the necessities of 
life, then it becomes evident that a fault has developed 
in our system of distribution.” He believes that there 
are millions of people “who could buy, who want to buy 
yet who are held back by an unreasoning fear of the 
future.” In this connection “the industrialist can well 
afford to give careful study to problems of job insurance. 
The employe who has faith in the security of his job is 
ready to buy.’ 

Unemployment insurance has been established volun- 
tarily in the United States by trade unions, by joint con- 
tributions of trade unions and their employers, and by 
companies which either assume the entire cost or share 
it with their employes. In December, 1931, the United 
States Bureau of Labor Statistics reported the results 
of a survey which included “practically all the impor- 
tant plans.”** It found 15 company plans covering 
116,000 employes, 16 joint-agreement plans covering 
65,000 employes, and 48 trade union plans covering 
45,000 persons. The total of 226,000 persons covered in 
the 79 plans is a very small proportion of the total un- 
employed and indicates how relatively backward the 
United States has been in making use of unemployment 
insurance as a means of relieving distress. By a large 
majority vote the United States Chamber of Commerce 
has committed itself to the proposition that “employers 
individually and collectively should provide adequate re- 
serves for unemployment and other benefits for their 
employes.”?5 

On January 28, 1932, an unemployment insurance law 
was enacted by the legislature of Wisconsin, the first 
to be passed by any state in the union. It provides that 
unless industrial employers having an aggregate of 
175,000 employes voluntarily establish unemployment re- 
serve funds by June 1, 1933, the state will put into effect 
on July 1 a compulsory system of unemployment re- 
serves. A bill involving similar provision was intro- 
duced in New York State but failed to pass. However, 
the New York State Joint Legislative Committee on 
Unemployment which reported on February 15, 1932, 
expetts that a compulsory system of unemployment in- 
surance will be established. It is expected that unem- 
ployment insurance bills will be before many state legis- 
latures the next time they meet. In February, 1932, an 
Interstate Commission on Unemployment Insurance com- 
posed of representatives of the governors of New York, 
Ohio, Massachusetts, Pennsylvania, New Jersey and 
Connecticut recommended the establishment of compul- 
sory state-wide systems of unemployment reserves, state 
public employment offices, and state agencies for the sta- 
bilization of industry and employment. 


Waces, Hours, Cost or Livinc 


The following table indicates the decline in aver 
weekly earnings between October, 1929, and April, 1932, 
for various industries, as summarized by the United 
States Bureau of Labor Statistics (Monthly Labor Re- 
view’, June, 1932). 


“23 New York Times, July 20, 1932. 
24 Monthly Labor Review, December, 1931, p. 31. 
25 American Labor Legislation Review, March, 1932, p. 6. 
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Average Weekly Earnings 


October Octo! April 
1929 1930 1932 

Manufacturing (89 industries) ......... $27.23 $24.51 $18.90 
Coal mining: 

39.17 36.89 29.85 

26.31 21.93 13.58 
Metalliferous mining 30.15 2688 18.14 
Quarrying and non-metalic mining ...... 26.56 2453 16.63 
Crude petroleum producing ............- * 35.83 30.51 
Public utilities : 

Telephone and telegraph ............. 27.97 29.01 27.63 

Power, light and water ............+. 31.29 31.44 30.52 

Trade: 

Wholesale 31.41 31.04 28.14 

Hotels (cash payment only) (Not includ- 

ing tips, board, etC.) 16.80 14.62 
Canning and preserving .............00- 17.15 15.67 14.03 
Dyeing and cleaning * 20.35 
Building construction * * 27.92 


* Data not available. 


Data on 25 manufacturing industries furnished by the 
National Industrial Conference Board ** indicate that 
average weekly earnings declined from $29.17 in October, 
1929, to $20.74 in December, 1931. The index of em- 
ployment during the same period declined from 100.4 
to 67.6 and average hours worked per week declined from 
49.3 to 38.8. Obviously the average weekly earnings 
indicated by both these sources have been greatly affected 
by the decrease in opportunities to work as well as by the 
decline in wage rates. A more recent investigation by the 
National Industrial Conference Board of 1,718 con- 
cerns which had 3,258,666 employes in 1929, showed 
that 80.5 per cent had reduced executive salaries by an 
average of 20.3 per cent, 81 per cent had reduced other 
salaries by an average of 15.9 per cent, and 75.4 per cent 
had reduced wages by an average of 13.9 per cent. In 
general it may be said that 4 out of 5 of the concerns 
have reduced salaries and 3 out of 4 have reduced wages. 
The proportion of the concerns that had reduced wages 
varied from as high as 100 per cent in some industries 
to as low as 21.4 per cent in the industry having the 
lowest percentage. 

In April, 1932, average farm wages were $19.19 per 
month with board, $29.13 per month without board, 97 
cents per day with board, and $1.35 per day without 
board. The index of farm wages decreased 43.7 per cent 
between April, 1929, and April, 1932. 

The agreement of the railway employes on January 31, 
1932, to accept a wage cut of 10 per cent, aggregating 
$250,000,000, is one of the most important developments 
in the campaign for wage reductions during the depres- 
sion. Average weekly wages for all classes of wage 
earners in railway service decreased from $31.43 in the 
third quarter of 1929 to $28.75 in the fourth quarter of 
1931. Average actual hours worked decreased from 49.9 
to 43.4. Thus the 10 per cent cut was a considerable 
sacrifice added to decreased earnings from part-time em- 
ployment and lost opportunities to work. For unskilled 
workers whose average wage was $14.89 in the fourth 
quarter of 1931 the cut meant the greatest sacrifice, in- 
volving 227,129 workers. Efforts of railway labor leaders 
to obtain legislation from Congress for a six-hour day 
resulted in a hearing by the Interstate Commerce Com- 
mission, and certain railroads agreed to test out the six- 


26 Wages in the United States, 1931. 
sae The Service Letter, National Industrial Conf 
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ge day in order to ascertain the added cost involved, 
if any. 

The index of the cost of living published by the United 
States Bureau of Labor Statistics declined from 171.4 in 
December, 1929, to 145.8 in December, 1931, or 14.9 per 
cent. The index of the National Industrial Conference 
Board indicates a decline of 5.1 per cent between Decem- 
ber, 1931, and April, 1932. This offsets wage and salary 
reductions for some workers but not for all. 

The index of retail food prices (1913 prices = 100) 
which are an important item in the cost of living has 
declined from 156.7 in 1929 to 114.3 in December, 1931, 
and to 103.7 in April, 1932, and is thus close to the price 
level of 1913. 


EMPLOYER-EMPLOYE RELATIONS 


In 1928, there were fewer industrial disputes than in 
any year since 1916. The 629 disputes in 1928 involved 
357,145 workers. In 1929 the number of disputes in- 
creased to 903 and involved 230,463 employes. In 1930 
the 653 disputes involved fewer workers (158,114) than 
in any year since 1916. In 1931 there were 894 disputes 
involving 279,299 workers. The principal industries in- 
volved in labor troubles were building, clothing, mining 
and textiles. ** 

In the industries having labor disputes in 1931, 78 per 
cent of the workers were connected with some labor 
organization. 

However, the fact that 22 per cent of the labor disputes 
in 1931 were among unorganized workers indicates that 
working conditions were bad enough to cause spontaneous 
mass protest. For example, according to press reports 
of conditions in North Carolina, on July 19 about 5,000 
striking textile workers and various other unemployed 
men in protest against wage cuts and night work forced 
about 100 textile and furniture factories in five towns 
to close down. The movement is described as led by 
roving bands of workers who went from town to town 
calling out those at work, shutting off electric power, or 
frightening factory managers into closing. It is estimated 
that about 10,000 workers are now involved. 

The recent labor disturbances in the bituminous coal 
fields, the strikes among the Lawrence, Mass., textile 
workers, the Paterson, N. J., silk workers, and the Phila- 
delphia hosiery workers have been perhaps the most out- 
standing during the past year. In every case the over- 
expanded condition of the industry, keen competition, low 
prices, wage cutting and unemployment account for the 
trouble. 

One of the most unusual expressions of appreciation 
by an employer of the cooperation of his employes was 
recorded on November 19, 1932, in the will of Richard T. 
Crane, Jr., of the Crane Company. It provided for gifts 
in stock to more than 4,000 veteran employes (in the 
service of the company 10 years or more) amounting to 
$1,200,000. 


Lasor LEGISLATION 


In 1931 Arizona, Colorado, Ohio, Oregon, and Wis- 
consin passed laws declaring contrary to public policy and 
wholly void “yellow dog” contracts which compel 
workers, as a condition of obtaining employment, to sign 
an agreement not to join a union. The Wisconsin law also 
makes freedom of workers to bargain collectively the 
declared policy of the state. It defines activities which 
striking employes may pursue in concert that do not con- 


28 Monthly Labor Review, June, 1932, p. 1353 ff. 
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stitute unlawful combination or conspiracy. Courts may 
not issue injunctions restraining these activities and the 
procedure of courts when injunctions are issued is regu- 
lated. Trial by jury is provided in contempt cases. A 
federal law modeled along much the same lines and de- 
claring “yellow dog” contracts contrary to public policy 
and unenforceable in the federal courts, was passed by 
Congress in March, 1932. 

Delaware, Idaho, New Hampshire, New Jersey and 
West Virginia were added to the list of states which 
provide old age pensions, making a total of 17, besides 
Alaska. 

Congress and the following states, Alaska, California, 
Illinois, Montana, New Jersey, Ohio, Pennsylvania, 
Texas, Washington and Wisconsin, passed laws requiring 
the payment of prevailing wage rates on work done under 

As stated in another section of this review, Wisconsin 
has the honor of being the first state to pass an unem- 


On Labor Sunday, as on Christmas, the churches of Christ 
repeat the promise of peace on earth, goodwill to men, They seek 
to interpret for themselves and the world what this gospel of 
goodwill implies for our industrial civilization. On Labor Sunday, 
as on Easter Sunday, the churches acclaim the living Christ and 
declare that His spirit should guide all human relations. On 
Labor Sunday, as on the Day of Pentecost, the churches of Christ 
desire to speak with new tongues so that their message shall be 
understood by all men. The churches want their young men to 
see visions and their old men to dream dreams of a better world in 
which industry shall be planned to meet human needs. 


Tue Test oF AN Economic SYSTEM 


The thing that really matters in any industrial system is what 
it actually does to human beings. For this reason no society that 
would call itself Christian or even civilized can tolerate such 
unemployment as we now see in our economic life. Unemploy- 
ment terribly increases the strains which even in so-called pros- 
perous times bring many to the breaking point. Homes are 
threatened and broken. There is more overcrowding as families 
double up in quarters which do not give adequate privacy. Re- 
sources are exhausted. Morale is undermined. Physical and 
moral resistance is impaired. 

Those who depend upon income from savings suffer from 
reduced interest, rent, or dividends and, in many cases, this reduc- 
tion has now gone to the vanishing point. But workers who lose 
their jobs are obviously more disastrously affected than the aver- 
age investor since their margin of security is smaller. 

Religious prophets have always denounced the gross inequality 
between the incomes on the one hand of those who toil in factory, 
mine, farm and office, and of those, on the other hand, who by 
inheritance, or privilege of ownership, or speculative investment 
derive an income not earned by actual service. The simple and 
searching comment of Jesus, when the rich young man whom 
Jesus loved at sight went away sorrowful because he had great 
possessions, needs to be remembered: “How hardly shall they 
that have riches enter the Kingdom of God.” The constant sug- 
gestion of the parables of Jesus is that great wealth in the midst 
of poverty is a hindrance to the good life. This is still the fact. 
Inequality is a peril to the rich because it tempts them to a nar- 
rowing of their sympathies and a false scale of values. It is a 
curse to the poor because it means misery for under-paid, irregu- 
larly employed workers, crowded in unsanitary tenements, shacks 
or company houses, exposed to the constant fear of sickness un- 
provided for and of old age insecure. Our economic resources, 
our progress in invention and the arts, our social inheritance 
should now make possible a worthy standard of living for all if 


* Prepared by the Commission on the Church and Social Service of the 
Federal Council of the Churches of Christ in America. 


ployment reserve law. California, Connecticut, Mary- 
land, Minnesota, New Jersey, New York, Tennessee and 
Wisconsin established commissions to investigate the 
problems relating to unemployment. Massachusetts set 
up a commission to study the stabilization of business and 
employment. Ohio and Oregon established commissions 
to investigate the practicability of unemployment insur- 
ance, and in New York a joint legislative committee is 
engaged in such a study. Arizona, California, Illinois, 
Kansas, Michigan, Nevada and New Mexico established 
regulations for private fee-charging employment agencies. 
In Nevada the labor commissioner may now refuse to 
license any private employment agency in a community 
when, in his opinion, it is being adequately served by a 
free employment office. In New Mexico the labor com- 
missioner is empowered to operate free employment 
offices. Arizona, Illinois, Michigan, Missouri, Pennsyl- 
vania and Vermont authorized the establishment of free 
employment offices. 


Labor Sunday Message, 1932* 


the organization of production and distribution were directed 
toward that end. 

It is not denied that many persons of wealth are rendering great 
service to society. It is only suggested that the wealthy are over- 
paid in sharp contrast with underpaid masses of the people. The 
concentration of wealth carries with it a dangerous concentration 
of power. It leads to conflict and violence. To suppress the 
symptoms of this inherent conflict while leaving the fundamental 
causes of it untouched is neither sound statesmanship nor Christian 
goodwill. 


ScrENCE AND RELIGION PoINT THE WAy 


It is becoming more and more clear that the principles of our 
religion and the findings of the social sciences point in the same 
direction. Economists now call attention to the fact that the 
present distribution of wealth and income which is so unbrotherly 
in the light of Christian ethics, is also unscientific in that it does 
not furnish sufficient purchasing power to the masses to balance 
consumption and production in our machine age. Economists 
further point out that control of the great economic forces which 
affect the welfare of all nations cannot be achieved by any one 
nation acting alone. World cooperation is becoming more and 
more a practical necessity. This also is in line with Jesus’ 
teachings of universal brotherhood. 

The method whereby a just, brotherly and scientific world social 
order shall be brought about is a question of major importance. 
The churches do not condone violence nor encourage resort to 
force, but look with sympa‘hy on all peaceful and constructive 
efforts—by individuals, by labor, by employers, by social agencies, 
and by political movements—to accomplish the desired end. Among 
the measures which in our time may advance the cause of human 
welfare in the direction of that ideal social order which we call 
the Kingdom of God, are intelligent planning and direction of 
industry, credit and finance for the common good; an extension 
of minimum wage laws, and above the minimum wage the highest 
possible wage as distribution becomes fairer and the productivity 
of industry increases ; collective bargaining ; cooperative ownership; 
and social insurance against accidents, sickness, old age and 
unemployment. 

The Christian religion demands the dedication of power to the 
more abundant life of humanity. Such consecration of talent 
especially in the fields of industry and statecraft must become a 
test of the Christian life. It is the special responsibility of 
privileged classes to cooperate in movements toward economic 
justice, thus creating a spirit of fellowship instead of conflict in 
social progress. A similar obligation rests upon labor and its 
leaders. 

With malice toward none and charity for all, the churches send 
their greetings on Labor Sunday to all who toil with hand or 
brain and look forward with them toward a better day. 
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